
 
 
DATE: January 20, 2008  
 
TO: Representative George Cushingberry, Jr. 
 
FROM: Mitchell E. Bean, Director 
 
RE: Balance Sheets and Year-End Fund Balance Estimates  
 
 
 
Tables in this memo provide: 
 

• Fiscal year (FY) 2007-08 General Fund/General Purpose (GF/GP) and School Aid 
Fund (SAF) balance sheets (using January 11, 2008, consensus revenue estimates) 

 
• A table that summarizes the adjustments that led to the estimated fund balances 

in FY 2007-08 
 
• GF/GP balance sheet for FY 2008-09 based on January 11, 2008, consensus 

revenue estimates—which provides an example of a current-services budget 
 
• An SAF budget estimate that includes a $100 increase in the foundation allowance 

in FY 2008-09—which provides an example of the effect of a foundation allowance 
increase 

 
• A table that reports spending pressures the Legislature is expected to face next year 

as it prepares the FY 2009-10 GF/GP budget 
 
The contents of each table and the important assumptions they contain appear below.  It 
is important to understand that the FY 2008-09 budget assumptions in these tables do not 
represent budget recommendations made by the Executive or the Legislature; they are 
presented only to provide an example of what, with current revenue estimates, a FY 2008-
09 budget could look like. 
 
Please note that I will be out of the state on Tuesday (January 22) on personal business, 
but can be reached by phone if needed.  If you feel it would be appropriate, I would be 
happy to discuss these data with the Full Committee on Wednesday. 
 
 
 
 
 
 

M E M O R A N D U M
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Table 1 
HFA FY 2007-08 General Fund/General Purpose (GF/GP) 

Balance Sheet 
(Millions of Dollars) 

 FY 2007-08 
Beginning Balance  $259.1  
Ongoing Revenue   
 Revised revenue estimate (1/11//08) $9,246.5  
 Revenue sharing freeze  $557.6  
 Shift short-term borrowing costs to SAF  $22.8  
  $10,086.0  
One-Time Revenue   
 Transfer Juror Compensation Fund to GF  $2.3  
 Sale of Northville property  $22.9  
 Transfer CTF to GF  $5.0  
 Transfer TEDF to GF  $13.0  
 Transfer Financial Institutions Fund to GF  $2.0  
 $45.2  
  

Total revenue available  $10,131.2  
  
Expenditures   
 YTD enacted appropriations  $9,856.3  
  
Supplemental Request:  01-14-08   
 Presidential primary costs  $10.0  
 School-based Medicaid disallowance  $36.0  
 Department of Natural Resources shortfall  $1.0  
 Department of Michigan State Police shortfall  $2.0  
 Department of Environmental Quality shortfall  $11.0  
 $60.0  
  

Total anticipated expenditures  $9,916.3  
  

Balance available for BSF  $214.9  
 
Table 1 uses the final FY 2006-07 balance reported in the State of Michigan Comprehensive 
Financial Report (SOMCAFR) as a beginning balance, the revised GF/GP estimate, and 
other adjustments agreed to by the Legislature to derive available revenue.  Anticipated 
expenditures start with year-to-date appropriations, and assume the supplemental request 
of January 14, 2008. 
 
The estimated year-end balance of $214.9 million (as shown above) will change as the 
Legislature makes changes to the supplemental in Full Committee. 
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Table 2 
HFA FY 2007-08 School Aid Fund Balance Sheet 

(Millions of Dollars) 

 FY 2007-08 
Revenue  
 Beginning balance  $82.4  
 Revised forecast (1/11/08) $11,353.1  
 GF/GP transfer  $34.9  
 Federal funds  $1,479.3  

Total Revenue  $12,949.7  
  
YTD enacted appropriations  $13,006.0  
Savings from fewer pupils and lower special education costs  ($117.0)  

Total Expenditures  $12,889.0  
  

Estimated year-end balance  $60.7  
 
Table 2 uses revised revenue estimates, the current SAF budget, and estimated savings 
agreed to that resulted from lower pupil counts and lower special education costs.  These 
changes, and the final FY 2006-07 balance as reported in the SOMCAFR, are used to 
derive an estimated ending balance of $60.7 million. 
 
Any supplemental appropriations the Legislature determines to be appropriate would 
reduce the estimated year-end balance (as shown above) accordingly. 
 

Table 3 
HFA FY 2007-08 Adjustments 

(Millions of Dollars) 

 FY 2007-08 
General Fund/General Purpose Adjustments  
 Estimated one-time MBT not appropriated  $204.7  
 Beginning balance  $259.1  
 Balance sheet revenue adjustments  $45.2  
 Consensus Revenue Estimating forecast reduction  ($234.1)  
 Potential/projected supplementals  ($60.0)  

Ending balance  $214.9  
  
 FY 2007-08  
School Aid Fund Adjustments   
 Beginning balance $82.4  
 Savings from lower pupil count and special education costs  $117.0  
 Base adjustment  ($2.9)  
 Consensus Revenue Estimating forecast reduction  ($135.8)  

Ending balance  $60.7  
 
There has been some confusion in the press about the impact on the budget of lower 
FY 2007-08 revenue estimates and available revenue.  Table 3 reports beginning balances 
and adjustments that were made as a result of the January 11, 2008, Consensus 
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Revenue Estimating Conference, to demonstrate, in a simplified manner, how HFA arrived 
at the estimated fund balances reported on the balance sheets above. 
 

Table 4 
HFA FY 2008-09 General Fund/General Purpose Balance Sheet 

(Millions of Dollars) 

 FY 2008-09 
Available BSF balance  $214.9  
  
Ongoing Revenue   
 Initial revenue estimate (1/11/08) $9,193.7  
 Revenue sharing freeze  $557.6  
 Northville land sale  $6.5  
 Shift short-term borrowing costs to SAF  $22.8  
 $9,780.6  
  

Total revenue available (includes BSF balance)  $9,995.5  
  
Estimated Current Services Budget   
 YTD FY 2007-08 enacted appropriations  $9,856.3  
  
Adjustments   
 FMAP savings  ($205.7)  
 Increased Medicaid costs: caseload, actuarial soundness  $160.8  
 Merit Award savings (transition from Merit Award to Promise Grant)  ($10.0)  
 Extra payments to Higher Education from delayed payment  ($137.8)  
 Extra payments to Community Colleges from delayed payment  ($25.8)  
 Other current-services adjustments  $150.0  
 Replace one-time Tobacco Settlement escrow  $66.7  
 Increased debt service: General Obligation and SBA  $8.5  
 Replace Refined Petroleum Fund transfer  $7.8  
 County revenue sharing  $3.1  
 Economics  $20.0  

Current services base  $9,893.9  
  

Balance  $101.6  
 
Available revenue reported in Table 4 starts with the estimated GF/GP ending-balance 
reported in Table 1 and initial FY 2008-09 revenue estimates, and assumes that the 
revenue sharing freeze is maintained. 
 
Estimates of available revenue for FY 2008-09 will be affected by any additional FY 2007-
08 supplemental appropriations that are agreed to by the Legislature and the Executive. 
 
The estimated current-services budget above is based solely on House Fiscal Agency 
estimates of what a current-services budget might look like, and does not represent any 
recommendations of the Legislature or the Executive.  Using available revenue and an 
estimated current-services budget demonstrates that a current-services budget is achievable. 
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Table 5 
HFA FY 2008-09 School Aid Fund Balance Sheet 

(Millions of Dollars) 

 FY 2008-09 
Revenue  
 Beginning balance  $60.7  
 Revised forecast (1/11/08) $11,870.6  
 GF/GP transfer  $34.9  
 Federal funds  $1,479.3  

Total Revenue  $13,445.5  
  
Baseline Appropriations  $13,040.6  
 Cost of $100 increase in foundation allowance  $275.0  

(as an example only)  $13,315.6  
  

Estimated Year-End Balance  $129.9  
 
Available revenue reported in Table 5 starts with the estimated SAF ending balance 
reported in Table 2 and initial FY 2008-09 revenue estimates, and assumes the GF/GP 
transfer to the SAF is maintained at the current-year level. 
 
Estimates of available revenue for FY 2008-09 will be affected by any additional 
FY 2007-08 supplemental appropriations that are agreed to by the Legislature and the 
Executive. 
 
For the purpose of example only, the estimated cost of a $100 increase in the foundation 
allowance is included in Table 5.  These assumptions demonstrate that increases in the 
SAF budget are achievable. 
 

Table 6 
HFA Estimated FY 2009-10 Spending Pressures 

(Millions of Dollars) 
  
Preliminary FMAP rate savings  ($150.0)  
Increased Medicaid costs:  caseload, actuarial soundness  $150.0  
Federal law change that impacts state use of provider tax  $100.0  
Increased costs of switch to MI Promise Program   $60.0  
Increased debt service:  tobacco bonds  $39.0  
Increase cost of Earned Income Tax Credit  $170.0  
County revenue sharing  $50.8  
Economics  $40.0  

Total  $459.8  
 
Table 6 reports some of the spending pressures that the Legislature is expected to face 
next year at this time when work on the FY 2009-10 budget begins. 
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It is important to note that no reasonable assumption of GF/GP revenue growth is strong 
enough to meet estimates of spending pressures; this means that HFA expects that some 
budgetary challenges are ahead. 
 
I would be happy to provide you with any further explanation you may require.  Please 
call with questions. 
 
 
 
 
c: Brom Stibitz 
 Niya Hardin 
 
 
 
 
 
 


